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&(i) IN GENERAL{@An employer shall be 
treated ‘4 
as meetina the reauirement 
subnaraaranvh fan 
for anv vear if, in lieu of the contributions 
described 
in such clause, the employer elects to make 
nonelective 
contributions of 2 nercent of comnensation 


or : = ., _&ac 
emonvlovee who is eliaible to narticinate in 
the arranae- 


ment and who has at least $5,000 of 
compensation 
from the emovlover for the vear. If an 


empvlover makes 
an election under this subvaraaravh for 
anv vear. the 
empvlover shall notifv emvlovees of such 
election within 
a reasonable veriod of time before the 60- 

av period 


for “ag vear under paraaranbh (5XC). 

(ii) COMPENSATION _ LIMITATION/=2The 
comvpensa- 
tion taken into account under clause (i) for 


anv vear 
shall not exceed the limitation in effect for 
such year 


nder section 40 17). 
(C) DEFINITIONS or vurposes of this subsection— 
"(i) ELIGIBLE EMPLOY — 
"(T) iN GENERAL,The term [eligible 


emvlover! | 

means. with respect to any year, an 
emovlover 

which had no more than 100 
emvlovees oO 
received at. least. $5.000 of 
comvpensation from the 


emplover for the nrecedina vear. 
ici, | 2 YEAR GRACE PERIOD/An 
elicible 


emovlover who establishes and 
maintains a plan 
under this subsection for 1 or more 
vears and 
who fails to be an eliaible emovlover for 
anv subse- 
quent vear shall be treated as an 
eligible empvlover 
for the 2 vears followina the last vear 
the empvlover 
was an elidible emovlover. If such 
failure is due 
to anv  acauisition. disvosition. or 
similar trans- 
action involving an eligible employer, the 
precedina 

sentence shall anvlv onlv in accordance 
with rules 


similar to the rules of section 410(b)(6XC) 


1). 
"(ii) APPLICABLE PERCENTAG 
"(T) IN GENERAL he term 
lavvlicable 
percentace! means 3 vercent. 
"(II) ELECTION OF LOWER PERCENTAGE! 
n 


embvlover may elect to apply a lower 
percentaadae 

(not less than 1 vercent) for anv vear 
for a 
emovlovees eliaible to varticinate in ie 
vlan 

such vear if the employer notifies the 
emplovees 

of such lower percentage within a 
reasonable 

veriod of time before the ae spe 
election iod 
for such year under paragraph (5)(C). "An 
empvlover 

mav not elect a lower percentage under 


this sub- 
clause for anv vear if that election 
would result 
in the avvlicable pvercentage beina 
lower than 3 
percent in more than 2 of the vears 
in the 5- 


year period endina with such vear. 

"(TH) SPECIAL RULE FOR YEARS 
ARRANGEMENT 
NOT re EFFECT If any year in the 5-year 
perio 
described in ee et (II) is a vo 
orior 
first vear for which ony qualified salary 
reduction 
arranaement is in effect with resvect 
to he 
emvlover (or anv ovredecessor). the 
empvlover shall 
be treated as if the level of the 
employer matching 


